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MEMORANDUM FOR COMMANDERS, DEFENSE CONTRACT MANAGEMENT
DISTRICTS

SUBJECT: DCMC  Memorandum No. 96-72, Termination Inventory Schedules (POLICY)

This is a POLICY memorandum. It expires when content is included in DLAD 5000.4,
Contract Management (One Book), not to exceed one year. Target Audience: Termination
Contracting Officers and Administrative Contracting Officers (ACO).

This policy memorandum addresses the attached Federal Acquisition Regulation (FAR)
amendment of September 24, 1996, which requires contractors under terminated contracts to
submit termination inventory schedules within 120 days from the effective date of termination,
unless otherwise extended by the Termination Contracting Officer (TCO), based on a written
justification to support the extension. FAR Part 49 and the clauses at 52.249-2,52.249-3,
52.249-5, 52.249-6, and 52.249-11 are amended by this change.

TCOS should discuss this FAR amendment with contractors during the post-termination
conference, and should ensure contractor compliance. When termination inventory schedules are
not submitted in a timely manner, unnecessary delays are experienced both in effecting
redistribution and disposal of the termination inventory and in reaching final settlement of those
terminated contracts. However, TCOS should be sensitive to complex contracts with many
subcontractors, and should be receptive to extending the termination inventory schedule time
frame when requested in writing. The status of subcontractor termination inventory should also
be discussed during the post-termination conference. Principal subcontractors to the terminated
contract may be invited to participate in that conference, and timing difficulties can be discussed
that will provide the foundation for written justification for an extension.

According to FAR 49.109-7(5, if a contractor fails to submit the termination settlement
proposal within one year, or any extension, it looses its right to appeal the TCO’S determination.
On the other hand, the FAR does not specify consequences if a contractor fails to submit
termination inventory schedules within the 120 day period or any extension. We recommend
that TCOS review each case in which the contractor has failed to make timely submission of
termination inventory schedules to determine if this failure has harmed or prejudiced the
Government, or caused the Government to incur expenses it would not otherwise have incurred.
Such matters should then be taken into account in negotiating or determining the amount due the
contractor.
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Since administration of the termination by the Termination Settlement Office (TSO) begins
upon receipt of the termination notice, ACOS are reminded to comply with Part XIII, Chapter 2:
Termination for Convenience, and Part XIV, Chapter 1: Contract Closeout, of the One Book, and
forward termination notices to the TSO within seven working days of receipt and document this
action in the contract file. This in turn enables the TCO to hold a timely post-termination
conference to discuss general principles and procedures, as well as obligations of the contractor,
in settling contract terminations.

The point of contact on this issue is Marie Garney, Property Management, Contract Closeout,
and Terminations Team (AQOE) at DSN 427-3447 or (703) 767-3447, Internet address:
marie_garney@hq.  dla.mil.
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ROBERT W. DREWES
Major General, USAF
Commander
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